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Non-resident enterprises operate in other countries through fixed places of 
business and therefore constitute permanent establishments (hereinafter referred 
to as “PEs”) which fall into the tax jurisdiction of the source country. Since it 
concerns the taxation of cross-border business profits earned by multinational 
enterprises, in order to reduce and coordinate the possible taxation conflicts, the 
relevant countries should adopt an appropriate approach in their tax 
administration of PEs. Based on present taxation practices world-wide in both 
legislative and administrative aspects, this thesis gives clarifications to a variety 
of approaches on profit attribution, evaluates, analyzes and summarizes and 
provides suggestions on improving the tax system in china for non-resident 
enterprises. Besides the preface and conclusion, this thesis is divided into 4 
chapters. 
The preface provides a backdrop for the discussion and indicates the 
significance of the profit attribution issues.  
Chapter 1 is an introduction to the relevant tax issues faced by tax 
authorities in attributing profits to PEs. Fixed place of business, as a typical 
type of PEs, is to be discussed.  
Chapter 2 is the research on primary essentials in relation with the 
attribution of profits to PEs. The existence of allocable profits is a necessary 
precondition. Profits will be adjusted in accordance with arm’s length principle. 
In general, the profit attribution is conducted in two steps: first, determining the 
activities of PEs on issue; second, determining the profits on the basis of a 
comparability analysis. These essentials provide an important support for the 
further analysis. 
Chapter 3 is an analysis of the various issues involved in determining the 
profits of PE one by one. By reviewing the generation, transaction and final 
ownership of the profits, the roles of PEs plays while performing functions, 
taking risks and making use of assets etc. are discussed thoroughly and detailed 
guidelines are provided on how to choose and apply appropriate approaches to 














Chapter 4 is the improvement of tax system in China for non-resident 
enterprises, including the suggestions to prefect our national laws and 
regulations and to improve the tax administration as well, in the hope that the 
conclusions in this thesis can helps to solve the practical questions of profit 
attribution and reach a consistency with the rest of the world in the field of 
global economy. 
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